Chilling threats to the world economy

It seems odd to write about darkening economic skies, and the coming threat of a bitter winter of discontent, when so many of us are in the midst of summer heat. But look in almost any direction and there are reasons to be concerned about chilling threats to the world economy.
Start with China, where GDP figures for the second quarter, released a few days ago, appeared to show its economy only narrowly avoided a contraction. Forgive my scepticism. My hunch is that Xi Jinping’s government, faced with anger over covid-induced lockdowns, did everything it could to prevent statistics showing that China’s economy actually shrank last quarter. In other words, the data as good as indicate that growth has stalled, or worse, in that enormous economy. We’ve just published a new analysis of how the shock of rising energy prices, not to mention a current heatwave, might further hurt the Chinese economy.
Then again, rich democracies are hardly doing better. This coming week the European Central Bank meets to decide whether to put up interest rates. There, and in America, the threat of stubbornly high inflation must be balanced against fears of a recession. In the euro zone, inflation is expected to have risen by 8.6% in June. Much of that is driven by high gas prices, which mean the ECB, even if it puts up rates at last, has little hope of bringing down inflation. In contrast, investors reckon that the Fed will indeed put up rates once again later this month, probably by three-quarters of a point, after inflation surged in June. Although oil prices may be coming down, who would dare bet that rich economies, as they fight to tame inflation, will avoid a recession? The effect on currencies, in turn, is striking. For American friends sipping coffee in Paris or Rome this summer, the strong dollar and weak euro are proving to be a bonanza.
We’ll also be watching geopolitical moves in the coming days. Might Russia decide not to restart the flow of gas through the Nord Stream pipeline? Read our latest cover story to get a sense of what is at stake. And are there signs that America’s Congress may be showing a weakened appetite for supporting Ukraine, after months of lavish military spending? There is no doubt that Western weaponry—especially HIMARS rockets—are having a devastating impact. We ask in another new piece whether long-term support is sustainable.
Vladimir Putin is not sitting still. Following Joe Biden’s trip to the Middle East last week, he organised one of his own at short notice. Look out, in the coming days, for his meeting with the presidents of both Iran and Turkey. Mr Putin can cause plenty of mischief for America, not least by causing problems on a possible nuclear deal for Iran. On the other hand, watch out for whether Turkey could play some sort of mediation role in Ukraine. It is a NATO member, but also has close ties to Russia. 
We’ll be keeping a close eye on a series of political tales. The upheaval in Sri Lanka is not over, despite the president, Gotabaya Rajapaksa, fleeing to Singapore. It will be up to parliament this week to try to restore some political calm. In Britain the Conservative leadership campaign rolls on. Our Tory tracker is regularly updated with the latest odds. Penny Mordaunt is the front-runner. The in-tray for whomever becomes the next prime minister is monstrous. 
And watch, too, for the political saga in Italy. Mario Draghi, the prime minister, may not have a stable coalition government for much longer—indeed he has tried once to resign. Does that matter beyond Italy? It does, because without the right sort of leader in Italy, the risk grows to the economic stewardship of one of the euro zone’s bigger economies. In the face of all its other woes, the last thing Europe needs is political upheaval and disunity.
Finally let me flag a reading list that’s proved remarkably popular in the past few days. Ever wanted a guide to financial crime? In “How to steal it”, our deputy business affairs editor suggests a handful of books to get you started on understanding a boom in financial shenanigans.
Again thanks for your messages. Both John Daniel and John Frizell point to the UN’s failure to play a meaningful role over Russia’s war of aggression, and its war crimes, in Ukraine. Isn’t it time to reform it—and by implication to reduce Russia’s sway over it? Such an outcome might be welcome, but as long as Russia has its veto (and has China as an ally) I don’t see how to get there. Manfred Dix, from New Orleans, is scathing about Joe Biden’s failure to keep Saudi Arabia as an ally and blames America’s president squarely. I’d respond by noting that both sides played a role. After all, the Saudi government committed an outrageous act in kidnapping and butchering a journalist, Jamal Khashoggi, in the Saudi consulate in Turkey, in 2018. Turning a blind eye to that would have been wrong.
